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The Address of Mr. Thomas Bradshaw, President 
of North American Life Assurance Company, 
delivered at the Annual General Meeting 
held January 28, 1932. 


HIS year, for the first time, it will be 
observed that the Company’s annual 
report is presented by your Direc- 

tors solely to the policyholders of the Com- 
pany. Heretofore the Directors’ respon- 
sibility was to the guarantors and policy- 
holders. ‘Through, however, the forward 
and most important action taken by the 
members, which included guarantors as 
well as policyholders, in the early part of 
last year, the Guarantee Fund was retired 
and the Company became a purely policy- 
holders’ institution. The significance of 
this vital step is that all the earnings of 
the Company—no matter from what source 
they arise—belong exclusively to the policy- 
holders, and that the policyholders, who 
are now the Company, control the opera- 
tions and own the assets of the Company. 
They alone elect the Directors to govern 
and guide its affairs, ‘The underlying prin- 
ciple actuating the change is that Life 
Assurance is essentially a system having 
for its sole object the protection of the 
family or estate and the benefiting of the 
policyholder. It should therefore be con- 
ducted on such a basis that all benefits 
should be available to the principals in- 
volved, at the lowest cost consistent with 
safety and security, and that the Corpora- 
tion should be controlled by them, as it is 
their contributions, by way of payments, 
which have built up its funds. 


To-day, therefore, I take this, the first 
opportunity, to congratulate most heartily, 
the policyholders of North American Life 
upon the mutualization of the Company, 
and upon becoming the owners of this 
most worthy and valuable institution. 


From the figures contained in the balance 
sheet, and from the references to them in 
the text of the Directors’ report, I am 
sure that you are all convinced of the 
soundness of the Company’s financial posi- 
tion. It has been the aim of your Direc- 
tors in this report to clearly set before 
you the true position of its affairs, and you 
will observe that after providing for all 
liabilities, there is a surplus of over seven 
million dollars, which includes surplus 
apportioned to policyholders. 


May I briefly refer to the largest single 
item in the balance sheet, and which will 
be found under “Liabilities,” viz.: “Re- 
serve for assurance and annuities’— 
$37,016,668. This represents the summa- 
tion of the individual reserves mathematic- 
ally calculated, having regard to the as- 
sured’s age, system and amount of insur- 
ance, in respect to each one of the 87,500 
policies which were in force in your Com- 
pany on the 31st of December, 1931. This 
sum, together with interest accumulations 
and future premiums, is determined to 
meet the amount payable under each one 
of these policies. Some people have the 
thought that a life assurance company’s 
reserves are like those of certain indus- 
trial or financial corporations, which are 
added to or withdrawn from as the years 
come and go, according to the prosperity 
or otherwise of the business. This is not 
the case, as already intimated, and by way 
of illustration, let me take the case of a 
20-year Endowment policy, taken out for 
say $10,000, on which 19 premiums have 
been paid. That policy will become pay- 
able in a year’s time, and included in the 
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large amount referred to, the Company 
has provided a reserve for that particular 
policy of $9,280, so that with the last 
premium to be paid, with interest, etc., 
it will have on hand at the exact matur- 
ity date of the policy the full $10,000; this, 
of course, is independent of profits. It will 
thus be seen how definitely and how cer- 
tainly North American Life and other 
Life Assurance Companies calculate and 
provide for their liability in respect to the 
hundreds of thousands of policies which 
they have issued. 


But the question naturally arises, how 
have these accumulated reserves been in- 
vested, and the answer to this question 
will be found on the “Asset” side of the 
balance sheet. Briefly, 75% of the Com- 
pany’s investments comprise government 
and municipal debentures, first mortgages 
and policy loans, while 2414% represents 
corporation bonds, preferred stocks, stocks 
of financial institutions and Consumers’ 
Gas Company stock, ‘real estate and cash, 
while one-half of 1% represents sundry 
common stocks, 


Life Assurance Companies are among the 


most important investors of money in the 


Dominion of Canada. According to the 
last published figures, Life Companies 
operating in Canada had Canadian invest- 
ments of $1,459,553,490. This does not 
include investments made outside of Can- 
ada by Canadian Companies, but only 
those within the Dominion. The details 
of how this huge fund has been invested 
indicate the policy which has actuated the 
Directors of these companies in selecting 
the type of security; but it should also be 
said that their choice of types of invest- 
ment has been more or less determined by 
the wise provisions of the Dominion In- 
surance Act. In it there are specified the 
classes of securities which a company may 
invest in. Moreover, each year the Super- 
intendent of Insurance, through his official 
staff, visits the Head Office of each Life 
Assurance Company, checks over and in- 
vestigates the assets. 


The following table sets forth the dis- 
tribution of the assets according to the 
several classifications: 


Investments in Canada of all Life Companies Operating in Canada 


Classification 


Mortgages on Real Estate and Property Sales............... 
Government and Provincial Bonds and Debentures. 
Policy LOADS. essas 
Municipal Bonds and Debentures... 
Corporation Bonds.cccccoceacnreescrersenasesssees 
Real, HStatesccvsaunsiasanndatitinences 


Percent 
Amount of 
Total 


ow 384,538,159 26.35 
286,258,858 19.61 


E LET AENEA 276,571,219 18.95 
REN E AE 201,518,016 13.81 
NOE SE 161,860,767 11.08 


50,324,465 3.45 
48,591,224 3.33 
25,381,597 1.74 


accor eh cts 11,952,932 B82 
et isd OTA 9,700,206 66 
E oceans 2,032,495 14 
oon 823,552 .06 


$1,459,553,490 100 
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It will be noticed that $1,148,886,252, or 
78.72% of the total investments, comprise 
government and municipal bonds; first 
mortgages on real estate and loans on the 
Company’s own policies—securities of first 
rank. Corporation bonds, including those 
of Public Utilities, constitute $161,860,767, 
or 11.08%. The other investments, amount- 
ing to $148,806,471, and which constitute 
10.20% of the whole, include preferred 
stocks, stocks of financial institutions like 
banks, loan companies and trust com- 
panies, sundry other stocks, real estate, 
cash, etc. 


From the foregoing classification, the 
legal restrictions imposed in selection, the 
relatively few losses encountered, the pub- 
licity given by publishing yearly details of 
each investment, there is ample warrant 
in the view that the investments of Life 
Companies are of a sound character and 
that they have, on the whole, been wisely 
chosen, 


While investments are first selected for 
their intrinsic value and worth, their earn- 
ing power is an important factor, and it 
is of interest in this connection to observe 
that for the year 1930 the average rate 
for all Canadian Companies approximated 


(ly 4e 

Inasmuch as in the determining and ac- 
cumulation of the policy reserves before 
referred to, it is assumed that on the aver- 
age only about 3% to 314% shall be 
earned, it will be recognized that between 
the rate actually earned and the rate re- 
ferred to, there is the substantial difference 
of approximately 234%. ‘This attests to 
the conservative basis upon which reserves 
are calculated, and at the same.time the 
opportunity for surplus earnings for policy- 
holders. 


As important investors—to the extent of 
about $500,000,000—in the securities of the 
Dominion, its provinces and municipali- 
ties, the Life Companies are deeply inter- 
ested in the financial affairs of all these 
institutions. At the present time, and 
apart from guarantees for the Canadian 
National Railways, the combined debts 
of the Dominion, the Provinces and the 


Municipalities aggregate approximately 
$5,500,000,000. In interest alone, apart 
from annual repayments of principal to re- 
tire these debts, this mortgage upon the 
lands, industries, resources and earning 
power of the Dominion and the people, in- 
volves an annual charge of approximately 
$300,000,000. As an example of the growth 
of these governmental debts, it will be 
found that from 1922 to 1930 municipal 
indebtedness increased from $863,794,367 
to $1,123,970,933 or 30.1%. While Dominion, 
Provincial and Municipal bonds and deben- 
tures remain the highest class of invest- 
ments for individuals or institutions, it is 
well not to blind ourselves to the fact 
that our governments have, lke individuals, 
failed to observe the principles of economy 
and prudent management in the period just 
passed, and that they must now do so if 
their securities are to retain the premier 
position they have always occupied, 


Life Assurance, especially in the past 
quarter of a century, as an economic force 
in the lives of the people of practically all 
countries, has made rather remarkable ad- 
vances. The degrees of advance, however, 
are far from uniform. For example, on a 
per capita basis, the United States ranks 
first; that is to say, $843 represents the 
amount of assurance for each unit of popu- 
lation. Canada comes next, the figure being 
$694, then comes New Zealand, $358; 
Australia, $273; Great Britain, $266; 
Sweden, $205; Switzerland, $132, etc. In 
analyzing the reasons for the greater ap- 
preciation of life assurance by those living 
in the two countries on the North American 
continent, it is believed to be the out- 
come of the opportunities afforded for 
greater freedom of action of the individual 
to develop his own future, added to the 
spirit of self-reliance which has been 
steadily developed throughout the years, 
because these two comparatively new coun- 
tries have been obliged to carve out their 
own particular form of civilization. 


While the actual per capita amount of 
life assurance in the United States exceeds 
that in Canada, the relative advance made 
in Canada in the last twenty-five years in 
this respect exceeds that made in the 
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United States. It is found that the in- 
crease in per capita assurance between 1905 
and 1929 in the United States was 436%, 
while that in Canada was 521%. 

The growth of the business as carried on 
by Canadian Companies at home and 
abroad is strikingly illustrated in the follow- 
ing table: 


Gross Annual Gross Amount 


Year Amount of of Policies 
Policies Issued in Force 

MOOS aiioa $ 100,223,173 $ 494,862,707 
LOMO: oiea 129,802,653 718,979,247 
TOTS rro 203,941,681 . 1,066,803,878 
Ce 558,285,786  2,137,258,185 
1025 A 835,465,594 3,902,308,696 
OS o EEE 1,520,073,545  7,696,006,405 


It will be observed that, while in 1905 
the annual new business of Canadian Life 
Assurance Companies was 100 millions, in 
1930, or in 25 years, it was over 1% billions, 
a growth exceeding fifteen-fold. Then again 
looking at the total insurance carried by all 
the Canadian Companies it will be found 
that from a figure of 495 millions in 1905 
the total at the end of 1930 was in excess of 
7% billions, an increase of over fifteen- 
fold, 


Tt will be noticed that during each of the 
five-year periods very substantial progress 
has been made, ‘The most significant ad- 
vance was made during the five-year period 
ending in the year 1920. 


It was during this period that the in- 

fluenza epidemic occurred and to this has 
been attributed, at least in part, the rapid 
strides during the following few years. No 
doubt the financial disturbance caused by 
the War was partly responsible, but the 
public did come to realize the value of 
sound life assurance protection as never 
before, with the result that the total 
amount of new policies issued during the 
year 1920 was more than two and a half 
times what it was during the year 1915. 
It is not unreasonable to expect that his- 
tory will repeat itself and that, as soon 
as times improve and the public are again 
in a financial position to buy life assur- 
ance, they will turn to the life assurance 
policy as something which has withstood 


the shock of wars, of epidemics and of 
depressions, and which offers one of the 
safest ways in which provision can be 
made for the future. 


It is commonly supposed that the chief 
function of a life assurance company is 
to pay death claims and while Canadian 
Companies did pay out in this way during 
the year 1930 the large sum of over 
$52,000,000, they paid to living policy- 
holders under matured endowments, sur- - 
renders, dividends and annuities, nearly 
two and one-half times this amount, or to 
be exact, $125,000,000. Altogether during 
the year 1930 they paid more than $177,- 
000,000 to policyholders or their benefi- 


Since the beginning of the depression, in 
the fall of 1929, many policyholders have 
come to appreciate the valve of their life 
assurance policies in another way. During 
the twelve months ending on the 30th of 
June last, the Canadian Life Companies 
loaned to their policyholders on security 
of their policies, a sum slightly in excess of 
$94,000,000. This is a privilege which the 
policyholder has, and, of course, it is of 
great value to him, especially under con- 
ditions such as have prevailed during the 
past two years. And yet it is a privilege 
which should not be abused, because it 
impairs the value of the policy and lessens 
the provision originally made for the family 
or the estate or for the assured himself, 


As security for the vast amount of life 
assurance protection afforded, the Com- 
panies had assets of over one and one- 
half billion dollars at the close of 1930. 
This works out at approximately $187 for 
each $1,000 of assurance in force. The 
amount actually set aside as a reserve to 
take care of this lability is close to $163 
per thousand, and, of course, in addition 
to the reserve there are large surplus and 
contingent funds. Im this connection I 
would like to quote from a public address 
made by the Premier of this country, Right 
Honorable R. B. Bennett, a few days 2go, 
before an important assembly consisting of 
business, financial and professional men. 
After referring to Canadian banking insti- 
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tutions, Mr. Bennett said: “Another great 
institution has grown up in recent years— 
the Life Assurance Companies. Those or- 
ganizations in this country have at risk 
$6,500,000,000—money that must be called 
upon some day under the terms of actu- 
arial computation, to meet those obliga- 
tions. It is so easy to sow the seeds of 
suspicion in the minds of men and women 
and so difficult to eradicate them. I trust 
you will realize that our Life Assurance 
institutions have sustained the great strain 
with successful results. Unless, therefore, 
you are pressed too hard, don’t for a 
moment think of abandoning any of the 
Life Assurance you now hold. I say to 
you, don’t permit misguided judgment to 
induce you to abandon your Life Assur- 
ance. Hold to it! Our financial institu- 
tions, our Life Assurance institutions are 


subject to rigid inspection.’ He further 
added, when referring to the jurisdiction 
of the Dominion in Insurance matters, “T 
was reading the other day—not from a 
Canadian source, but one beyond our 
shores—the statement of an authority, 
saying that the Canadian Insurance Depart- 
ment was, in his judgment, the best there 
was in the world.” To this statement there 
might be very properly added the fact 
that life assurance has emerged from 
panics and from world crises in the past 
with increased public regard and confi- 
dence, and that there has never been a 
failure of a life assurance company in 
Canada, and further, that all legitimate 
claims have been promptly honored and 
paid. I think this is a record without a 
parallel in any other class of business. 


The Address of Mr. D. E. Kilgour, General Manager 
of North American Life Assurance Company, 
delivered at the Annual General Meeting 
held January 28, 1932. 


The policyholders of North American 
Life Assurance Company have every reason 
to congratulate themselves on the excellent 
report of the Company's operations during 
its first year as a mutual Company. The 
years 1930 and 1931 have been years of 
acute and perhaps unprecedented depres- 
sion, 1931 has undoubtedly been a more 
difficult year for business than 1930, and 
our business and financial prophets of a 
year ago seem more reluctant at the present 
time than they did then to predict an 
immediate recovery. 


Notwithstanding this situation the record 
of Life Assurance Companies has been a 
rather astonishing one in that the new 
business has shown a relatively small de- 
crease, It is particularly noteworthy in so 
far as our own Company is concerned 
that although the decrease in new busi- 
ness among the Companies operating in 


Canada is about 12%—in itself a most 
worthy achievement under the circum- 
stances—the new business of North Ameri- 
can Life has increased substantially. This 
should be very heartening to our policy- 
holders as well as to our Field Force be- 
cause it is not only a vindication of the 
part taken by the policyholders and share- 
holders in mutualizing the Company, but 
is an evidence of the increasing confidence 
that the assuring public have in our 
institution. 

Sometimes, when in a more philosophic 
mood, I deplore the fact that our business 
institutions measure their prosperity by 
comparing records day by day, week by 
week, and month by month with those of 
the previous year. Indeed, I am some- 
what inclined to think that a great deal 
of the present business trouble has been 
brought about by this attempt at pyramid- 
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ing sales. There is something perhaps after 
all to be said for the old-fashioned British 
custom of making good goods and letting 
the people buy what they need. However, 
making due allowance for this point of 
view, there is no doubt that in this country 
at least, with its immense resources and 
growing population, an institution cannot 
be regarded as successful if its increase in 
new business as well as total business in 
force is not at least proportionate to the 
increase in the wealth and the popula- 
tion of our country. 


During the year just past, we have 
deliberately taken the view that a Com- 
pany which was in such a splendid financial 
position and which was owned and con- 
trolled by the policyholders, merited a larger 
share of the patronage of the Canadian as- 
suring public. The results of the past year 
have indicated that our policyholders and 
others have shared in that viewpoint. We 
have, of course, been conscious of the fact 
that in this difficult period, business is not 
always won by merit. At the commencement 
of the year we fortified our position by 
bringing out new plans and new rates and 
during the year by enlarging materially our 
underwriting staff in the field. As a matter 
of fact two new branches were opened in 
the City of Toronto, one new branch in the 
City of Montreal and new district offices 
at other points. The success of the Toronto 
Bay Street Branch in winning Nalaco Cup, 
emblematic of greatest net progress, seems 
a special justification of the wisdom of 
opening up that office. Incidentally, I 
wish particularly to compliment Mr, Fer- 
guson on the success attending his efforts. 


In a period of such severe recessions it is 
only to be expected that our Life Assur- 
ance institutions should suffer, in some 
respects at least, in common with other 
institutions. For many years the market 
values of the securities held by North 
American Life have been substantially in 
‘excess of the book values, although our 
Company has never taken credit for the 
difference. Even at the end of 1930, when 
with a number of companies the reverse 
was true, the market values of our securi- 
ties were still in excess of our book values 


by a fair margin. The securities of all 
Life Assurance Companies, as of all finan- 
cial institutions, have shown a recession 
in market values and instead of writing 
down book values as some Companies have 
done, we have set aside a substantial invest- 
ment reserve of nearly one million dollars 
to take care of the current depreciation in 
market values. In connection with the 
investments of Life Assurance Companies 
there are two things to be kept in mind. 


In the first place, a Life Assurance Com- 
pany must keep its funds actively em- 
ployed. The only way to avoid a reduc- 
tion in market values is for an individual 
or company not to invest but to store up 
cash, and in that event, of course, while 
there may never be a capital loss, there will 
be no accretion from interest. Experience 
has shown that the only way for a Life 
Assurance Company to obtain the largest 
possible average returns for its policy- 
holders is to invest its funds as they come 
in. It is not the function of Life Assur- 
ance management to hoard money for 
future investment; that must be left for 
the speculator., Inevitably, however, the 
course which the financial institutions follow 
of investing their funds as they come in 
must cause a situation where at times the 
book values will exceed the market values 
and at other times the market values will 
exceed the book values. In so far, there- 
fore, as the present recession in market 
values is produced by a change in the gen- 
eral yield rate of securities, it is not a 
matter for concern, but rather for con- 
gratulation because the Companies are able 
to make very profitable new investments. 


It was not to be expected that the Life 
Companies with all the care and ability 
shown in the investment of their securi- 
ties would escape losses in a period such 
as we have been passing through. In the 
United States, American Life Assurance 
Companies made large investments in rail- 
Way securities which, as everyone knows, 
have declined seriously in value. Likewise 
in Canada our Canadian Companies have 
invested in the securities of some of the 
country’s basic industries, and to that extent 
have contributed very considerably to the 
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progress of the country. With the general 
decline in earning power, some of these 
securities—which for the most part repre- 
sent the same intrinsic value as before— 
have suffered, but it is to be expected that 
with the resumption of normal business 
activity, revenues will be sufficiently re- 
stored as to provide the dividends or 
interest which may be temporarily sus- 
pended, 


In the case of our own Company, the 
fact that the interest earned for the year 
was at the very satisfactory rate of 5.92% 
is evidence of how well on the whole the 
interest has been met and of how carefully 
the investments have been made. 


In the second place, Life Assurance Com- 
panies do not need to provide for sudden 
liquidation of any of their securities. Re- 
gardless of fluctuations and even of de- 
pressions current incomes may always be 
expected to exceed current expenditures. 
Having regard, therefore, to the fact that 
investments should as a matter of policy 
be of a permanent type, what should prim- 
arily concern the investors is security of 
principal and a fair return, There is there- 
fore very much to be said for a method of 
valuing securities which, while making due 
allowance for intrinsic or capital deprecia~ 
tion in individual securities, is based upon 
yield rates commensurate with those earned 
over a period of time rather than those 
obtaining at a specific date, In the United 
States except in four or five States, the 
` Commissioners of Insurance authorized 
amortized values which is a considerably 
less stringent basis than that prescribed this 
year by the Department of Insurance at 
Ottawa, With the large investment reserve 


maintained and the surplus funds in all 
exceeding seven million dollars, it is a 
conservative statement to make that the 
Company is actually, as well as compara- 
tively, in an extremely strong financial 
position. While the Company has always 
paid liberal dividends to policyholders, the 
practice has been followed of building up a 
substantially free, or undivided, surplus 
with a view to stabilizing dividends and 
of creating a fund to take care of sudden 
and unexpected fluctuations in the market 
value of assets. The wisdom of this course 
is particularly apparent at the present 
time. 

While terminations as a whole, including 
lapses, surrendered policies, etc., are less 
than those of last year, it is a matter of 
regret that so many policyholders have 
found it necessary to surrender their Life 
Assurance. The lapses have actually been 
less in 1931 than in 1930—indicating an 
improvement in our general underwriting 
policy. Every effort is being made to pre- 
vent the surrender of assurance in force, 
but perhaps it is only natural to expect this 
condition to obtain at the present time. 
The death losses for 1931 are less than 
those of 1930; indicating as it does that 
our medical and underwriting departments 
are continuing to exercise the neccessary care 
in selecting our business. 


I cannot conclude my general observa- 
tions without frst expressing my grati- 
tude for the splendid efforts of the Field 
Foree and for what they have done in 1931, 
They have served the policyholders loyally 
and energetically and have promised in- 
creased results for 1932. More power to 
them. 
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